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Statistical arbitrage, which is as the mainstream investment strategy of hedge 
fund, has led trends in western mature security market for more than twenty years. 
After having experienced the golden age in the late twentieth century and the slack 
time during the year 2002 to 2004, nowadays it is in a new round of resplendence. 
However statistical arbitrage is still in the stage of toddler in Chinese security market 
as short mechanism has just been set up. But it is gradually being paid attention. 
Academia, securities traders and other investment institutions have also done some 
relevant theoretical and practical researches about it. 
In this article, basing on the retrospection of relevant background, research 
theories and model building methods of statistical arbitrage, we will choose real estate 
stocks which are available in margin business and SSE 50 Index constituent stocks as 
the arbitrage stock pool individually. Then by adopting stepwise regression method, 
we choose four stocks to form arbitrage portfolio. Through analyzing the arbitrage 
portfolio by co-integration method, correcting the errors of co-integration relation, we 
will try to find the mispricing relationship in the arbitrage portfolio so as to obtain 
low-risk excess returns.   
Based on the foundation of co-integration relation among the stocks in arbitrage 
portfolio, this article ascertains the stock trading ratio in arbitrage portfolio according 
to co-integration vector. Moreover, it has conducted effective measurement to the 
volatility of centralized spread sequence by AR-GARCH model. Drawing on the 
experience of the existing domestic and overseas research achievements, trading 
signal is determined as twice the time-varying standard deviation. 
Based on the whole statistical arbitrage strategy which consists of statistical 
arbitrage portfolio selection, co-integration relation establishment, spread sequence 
dynamic tracking, trading signal and rules ascertainment, we will do statistical 
















and cross industry. From the simulated trading, we can see that statistical arbitrage 
based on co-integration and GARCH model can gain considerable profits. 
From the theoretical review and empirical analysis, it can be seen that statistical 
arbitrage strategy, as a market neutral investment strategy, has a very low dependence 
on market trend. The application of statistical arbitrage strategy can effectively avoid 
the systemic risks and produces relatively stable high yield.  
Finally, we will put forward some relevant suggestions to the development of 
securities margin trading business in our country. Securities margin trading 
mechanism is the premise under which statistical arbitrage strategy plays a role in 
stock arbitrage, so the perfection of securities margin trading mechanism has a 
remarkable meaning to the popularization of statistical arbitrage strategy in China.  
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中国股市在低迷中走过了 2011 年和 2012 年。2011 年沪指累计下跌
21.68%，欧债危机的后续影响，中国过度的货币紧缩等原因使中国股民度过了
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